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A telephonic public meeting of the Independence Standards Board (“ISB” or “Board”) 
was held on June 1, 2000 at the New York Office of the AICPA.  In attendance were: 
 
Board Members Present 
William T. Allen, Chairman 
John C. Bogle  
Robert E. Denham  
Manuel H. Johnson (left at 3:15 PM, and did not vote at the meeting) 
Philip A. Laskawy (joined at 2:20 PM) 
Barry C. Melancon 
James J. Schiro  
 
Board Member Absent 
Stephen G. Butler  
 
Others Present by Invitation 
Arthur Siegel, Executive Director, ISB 
William J. Cashin, Jr., ISB Staff 
Susan McGrath, ISB Staff 
Richard H. Towers, ISB Staff 
John M. Morrissey, Deputy Chief Accountant, SEC 
W. Scott Bayless, Associate Chief Accountant, SEC 
Richard I. Miller, General Counsel and Secretary, AICPA 
 
Chairman Allen noted that a quorum was present and called the meeting to order at 
approximately 2:10 PM. 
 
Consideration of the Issuance of a Final Standard on 
Employment with Audit Clients 
 
Ms. McGrath reviewed for the Board a draft final Standard on Employment with Audit 
Clients that had been revised in accordance with the Board’s direction at its May 2 
meeting.  She stated that the draft had been streamlined by decreasing the specificity in 
the guidance on the implementation of safeguards.   
 
Ms. McGrath also noted two changes in the draft Standard.  First, the review of a firm 
professional’s work would now begin at the point that the person enters into employment 
negotiations with the client, rather than when and if the firm professional actually joins 
the client.   
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Second, in terms of settlement of financial interests, all capital balances of former firm 
partners joining audit clients would be liquidated, and all retirement balances of former 
firm professionals that were not both de minimis to the firm and fixed as to amount and 
timing of payment would be settled.  
 
Mr. Bayless of the SEC staff then suggested that the partners to be covered by retirement 
benefit settlement requirements be the same as those disclosed in the client’s public 
filings with the Commission, for a period of five years following their departure from the 
firm.  The Board agreed that this change would appropriately address the appearance 
issues surrounding unsettled retirement balances, and directed the staff to make this 
revision.  In addition, benefits under defined contribution plans such as 401(k)s would 
not be included in the settlement requirement if the firm had no continuing obligation to 
fund the former firm professional’s benefits under the plan.  Retirement benefits of all 
professionals joining audit clients that were not both immaterial to the firm and fixed as 
to amount and timing of payment would have to be settled. 
 
The ED proposed a requirement that firms have their compliance with the provisions of 
the Standard evaluated in a peer review.  However, upon further consideration, the Board 
ultimately concluded that the scope or content of established peer review programs 
should be left to those that administer them, and that mandating participation in such a 
program should be left to other groups in the profession’s regulatory system.  
 
Ms. McGrath then summarized the changes directed by the Board and, upon motion duly 
made by Mr. Schiro and seconded by Mr. Denham, the Board unanimously approved the 
issuance of Independence Standard No. 3, Employment with Audit Clients, subject to the 
previously-discussed revisions.  The staff was directed to circulate the revised document 
to the Board for clearance of the final language.  
 
Consideration of the Issuance of an Exposure Draft on  
Financial Interests and Family Relationships 
 
Mr. Towers of the ISB staff introduced the ED that had been revised in accordance with 
the Board’s direction at its May 2 meeting, and the Board Oversight Task Force’s 
direction at its May 25 meeting.  
 
Mr. Melancon suggested that the proposed cure procedure for inadvertent auditor 
independence violations is not only appropriate for this ED, but also could apply 
similarly to all ISB standards.  He also expressed continuing concern, because he 
questioned the existence of a risk, over the proposed restrictions on loans and credit card 
balances of professionals who are directly involved in providing audit services to the 
client.     
 
The Board then began consideration of the potential impact of a regulation in the ED on 
the ability of firms to obtain professional indemnity insurance from the very limited 
number of providers of such insurance.  A variety of possible solutions to this problem 
were discussed, including a suggestion to segregate the restrictions on the firm from those 
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on individuals, and to delete the reference to insurance under the firm restrictions.  The 
Chairman then determined that, in view of Board members’ time constraints, it was 
necessary to defer further consideration of this matter until a later meeting.   
 
Consideration of the Deferral of the Effective Date of ISB No. 2 
 
Since this topic had been discussed previously at the May 2 meeting, Mr. Siegel briefly 
reviewed for the Board the highlights of a draft of ED 00-1, Deferral of Effective Date of 
ISB Standard No. 2, Certain Independence Implications of Mutual Funds and Related 
Entities.  Mr. Siegel noted that the purpose of this document is to defer the original June 
15, 2000 effective date of ISB Standard No. 2 until 60 days after existing rules of the 
SEC are modified to remove conflicts with the Standard. 
 
After a brief period of deliberation, and a selection between alternative wordings 
provided by the staff, upon motion duly made and seconded, the Board unanimously 




In view of the unfinished business remaining at the end of the meeting, the Chairman 
directed Mr. Siegel to arrange another telephonic Board meeting prior to the next 










William J. Cashin, Jr. 
